IH responss to heightened public in-
terest, BEA recently initintad a survay
to obtnin data on 0.5, business enter-
prises newly acquired or established by
foreign direct investors. This article
presents preliminary results of the sur-
vey for 1879,
Highlights of this article nre:

® In 1979, forcign direct investors,
aither directly or through their TS,
nffilintes, nequived or established T2
U.8. business enterprises at a total
cost of $11.5 hillion.

& Investment outlays to acquire oxist-
ing .S, business enterprises wers
$10.4 hillion ; thosa to establish new
.5, business enterprises wers $1.1
billion. 7.8, offiliates necountad for
$9.5 billion and foreign direct inves-
tars for $20 billion of invegtment
outlays,

# Investment outlays were $4.0 billion
in petrolenm, $2.7 billion in manu-
facturing, $1.5 billion in real estate,
and $0.2 hillion each in banking and
insuronca,

# When classified by the country of the
foreign parent—i.a, tha country of
the first foreign person in the own-

Drate praseabed In this artiole are
from 2 new BEA gurvey on goquistiong
&nd estohlishments of U.B. ksl en-
torprisea by lorelgn direet Inveatora.
Althoush BEA mode evary affort £o In-
syre timely flllng by reporters, & aig-
plficant number of 1979 troosacHons—
soveral of which wers substantial in
dollar terms—were reported Iots. Thire
wns insaficient time to review and edit
Inte reportz without furthsy deloying
publication of the avnilable dats. Fe-
vlred dato for 1979, incorporating Jate
reporte, will be poblished in o forth-
camlng grtlels on 1980 tranga siong,

By INTERNATIONAL INVESTMENT DIVISION

U.S. Business Enterprises Acquired or Established
by Foreign Direct Investors in 1979

ership choin of the acquired or
gatablished business enterprise—in-
vestment outlays were heavily con-
centrated among parents in devel-
oped countries, mainly Germany,
the Netherlands, ond the United
Kingdom. Among parents in devel-
oping countries, those in the Nether-
lands Antilles accounted for the
highest investment outlays.

# When clussified by the country of ul-
timate beneficinl owner, investment
cutlays of Netherlonds Antilles in-
vestore wers much lower and those
of Middle East investors much
higher than when clessified by the
country of the foreign parent.

® LB.-source funds financed nearly
one-holf of todal investment outiuys,

® Totzl nssets of all acquired ard es-
teblished 1.8, business enterprises
waere 3208 billion, of which #12.8
billion wns in banking and $4.2 bil-
lion each in petroleum and mana-
fecturing.

® Acquired enterprizes had tofal assets
of $27.4 billicn and seles of $16.3 Gil-
lion; they employed 263,000 persoms
wnd ovned 125,000 acres of 1.5, lond.

#® Esteblizhed enterprises hod toto] ns-
sets of $2.0 billion end owned 255,000
acres of [F.5. land.

Two types of forcign direct inwvest-
ment were covered in the survey: (1)
aequisitions of existing U.5. business
enterprises, inclnding business sep-
ments or opersiing units of existing

Nore—Thla sorvey wad conducied under
the sopervision of Fames L. Bomkanp, Chief,
Direct Ioveatment In the United Stabes
Branch, Iotematitoal . Inveastment Divimon
Jogeph T Cherry wans project leader for edlt-
ing and proesssing the forme. Rlchard Maowory
deslgnsd the compater programe for datn ve-
telavel pog nosizais.

T.8. business enterprises, and (2)
eatablishments of new LS. business
enterprizes Qwnership of resl estate
for profitmaking purposes is considered
8 business enterprise. An investment

b

may be made efther by a foreign dirvect

investor iteelf, in which case a fersign
person obtoins o direct ownership inter-
est in the aequired or established enter-
prise, or by & U.S. affiliate of o foreign

direct investor, in which ease the _

foreign dirsot investor obtains s in-
direct ownership intevest,

The survey coversd inveatmemts in
T.3. business enterprizes that had total
assots of over $500,000 or that owned
at lenst 200 acres of 1.5, land at the
time of acquisition or establishment.
Investments not meeting either of thess
criteria had to he reported, but only
limited information was required, pri-

marily for identification purposes. For *-
1979, 640 sach “partiolly sxempt® in- ..

vestivents wers reported ; total assete of

the T.S. business enterprises scquired -

or established weve $36 million.

The remainder of this erticle in di-
vided into two major sections, The first
diseusees investment. transoctions, in-
cluding their number and type, their
oot to investors, and tha means by
which they wers financed. The second
presents data on the operations of the
1.8, buginess enterprises acquired or
eatablighed. A technieal note at the end
of the artile explains the relntionshifp
of the dote on acquisitions and estab-

1. Fordgo drecy lnvieimgnt o the Tnkied Bintes
in the gwmsrshlpy or conteal, directy sr Indirectly
by ane forelge porscn, of 10 perceat of mare of
the woting securitios of Ao inecrporated L8 sl
mias erierpTlse o7 AR ennivnient Interest in mt
unincorperated U5, busimess cnberpeive. A forelgn
gersot la aay odividuol, mioch, parkoership, waso-
alation, truk, corpora Hon, governmant, or QOYHrE-

memt ggtney ceshient outeide the ofted Staten °*
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lishments to other BEA data on foreign
direet investment in the United States.

Investment Transactions *

In 1979, foreign direct investors di-
rectly or indirectly acquired or estab-
lished 792 T1.S. business enterprises
(table 1). Investment outlays—the cost
to investors of the equity interests ac-
quired or established—were $11.5
hillion. About one-half of this total was
associnted with investments made in the
fourth quarter of the year.

The 792 investments were rather
evenly divided between acquisitions
and establishments—389 and 403, re-
gpectively. However, the cost of the
acquisitions—$10.4 billion—was much
higher than that of the establish-
ments—%§1.2 billion. Of the acquisitions,
12 ecost more than $100 million each and
together they accounted for wall over
one-half of total investment outlays. Of
the establishments, only 15 cost more
than $10 million. and none exceeded
F100 million,

The much higher cost of acquisitions
was attributable to two factors, First,
the cost of acquiring an existing busi-
ness (which may have substantial assets
in place) is typieally higher than the
cost of establishing a new business
(which may require only limited initial
capitalization), Second, purchases of
U.8. land, which generally involve

2 The dnta shown In tables 1-3 are affected by
the structure of investment transactions. For ex-
nmple. o forelgn drect Investor may establish a
.8, holding company for the purpose of mequiring
n U.8, buslness enterprise. If the establishment and
aequlsltion wers made aimaltanecnaly, or if It was

g Mad0 clear tn REA that they were both the results

of a single Inveatment declslon, only o single re-
mort. riflecting the aeqoieltion of a 108, busingss
enterprise by o forelgn direct investor, would be
requlred. In this case, the efect on the datn would
be the pame as If the forclgn direet Investor
weqilred the enterprise directly, without first estule
Hshing the holding company. Tf elther of the above
conditlons was not met, however, the data in tables
11 may reflect two investments, the establishment
of n .8 holding company by a forolgn direct
1'""""“:’ nnd the sequisitlon of a 1.8, enterprise
by a U.8. afillate, Le., the holding company, {The
establlshment of the holding company would be
g;'l:"l‘“d in the datn oniy If that transaction met
<L B reporting requirements for a full—rather
thas partinl—roport.) The datn on source of fl-
nancitg in tnble 5, discussed below, conld mlse bo
“f“'“'"l by the steucture of investment transac-
Hous, hecause sonrees of funds are broken down bF
Immedinte source to the reporting entity.

SURVEY OF CURRENT BUSINESS

Investment Outla Industry of
Business gﬁunyﬁﬁﬁmn;

By Industry
1679 (8115 billion)

29
CHART 9

uired or Established U.S.
Foreign Parent*

By Country
1878 (311.5 hillion)

*The foresgn pavont i the first fersign persom in the ownership chain of Me aoquined of estetlished U.5. busness
niepiish. Classification 15 basad on (e counlry of e femige marenl with he rgest ownership inees|

LS. Deperimen| of Gammence, Bursas ol Economic Arafyss:

lower costs than those of other business
investments, accounted for about B0
percent of all establishments in 1879,

The 792 investments were made by
883 investors—533 foreign direct inves-
tors and 350 1.5, affilintes.” Most invest-
ments by foreign direct investors were
for establishing new T7.8. business en-
terprises ; most investments by 17.5, affil-
intes were for acquiring existing T.S.
business enterprises. U.S. affiliates ac-
counted for over 80 percent of total
investment outlays.

In the following discussion of in-
dustry and country patterns, primary
emphasis is given to investment outlays
rather than to the number of invest-
ments or investors. Outlays indicate the
gize and eronomic impact of the invest-
mentg; the number of investments or
investors indicates the frequency of in-
vestment in a given industry or country

0. The numbher af Investors was larger than the
number of Invesiments, becanse more than one
investor may participate in o given investment, For
expmple, Il two foreign direct investors, or o for-
elgn direct Investor and one af Ita U.B. nflintes,
jolntly mequlre direct investment equity lntercats
in the same 128, buglness entorprise, snch Inveator
Is vounted separately,

An investor making more than one Investment
during the year iz counted once for emch separats
Investment.

cell, but may have little or no relation-
ship to the size or economic impact of
the investments,

Indusiry

Tahble 2 shows the number of invest-
ments and investors and the amount of
investment outlays classified by the in-

Table 1.—Number of Investments and In-
vestors and Amount of Investment Out-
lavs, 1979

Inwast-
mant
Number ouitlays
[milloms
of doliars]
Invesimend, todal. ... T 11,532
Acquisitiona.. ... AED 0, 382
Establlshments. . Ay 1,151
HEyer: HHEA 11,52
Acquisitions. . . 415 10, 352
Estohlishrmsents_ . _ . 485 1, 151
Forelgn direct investors, total. .. 533 2 052
Asquisitions. _ . oo oo 151 1,14
E:.tlnhlhhmenld .............. a8
.8, affilintes, total. .. ... 80 01, 481
Aoqulsitions. .. o.ooooooooo.o 264 0,268
Estabbishments_ ... _.o._.... a8 Ha
Addendum: MNumber of invesi-
menls nrll.d uﬂmmnt of inveat-
ment outln: Arber—
I it 3 a2 1, 4215
im 2, BT
in 1,871
o 5 610
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dustry of the T.3. business enterprise
in which the investment was mads.
Investment outlays in petrolewm, $4.0
biltion, were the highest for any indus-
try (chart #). Most of the outloys were
asspeinted with the nequisition of n 118,
petroleum company by a U.S, nffiliate of
o major petroleum company bmsed in
the Netherlands. The acquisition cost
mainly reflected the value of the
acquired compnny’s erude ojl ressrves,
which consisted of tarlike heavy oil
and high-guality light oil teapped in
geologicel formations. In recent years,
tha value of the reserves had risen sub-
stantislly becouse of sharp incresses in
world petroleam prices ond becausa
Processes necessnty to exiract the oil on
a commercinl basis had been developed.
Qutlays jn manofacturing—mainly
for aequisiions by 1.5, offiliates—
totaled $2.7 billion. Manufactoring in-
dustries with the hizhest outlays were
chemicnis, electric, and electronic equip-

SURVEY OF CURRERT BUSINESS

ment, and “other” manufacturing, The
#0.5 billion of outlays in chemicals was
aimnst entirely acconnted for by acqui-
gitions by T0.S. affiliates. The existence
of [1.8, affilintes capoble of making such
aequigitions reflacted previcus penetra-
tion of the TLS. chemicnl industey by
foreign divect invesbors.t

In electric and electronic equipment,
outloys were $0.6 billion, The largest
single investment, which acconnted for
over one-half of the total, was the ac-
quizition of a major 11.5. electronics
mnnufacturer by the 118, affiliate of 2
compony based in the Notherlonds
Antilles,

4. Boyed vi dmta from BEA' 1074 Mochoiatk
murvey of forelen dlrsct joreptment 1o the Tnited
States; nflliatey of Fforelgn dlrect lowesborn fe-
countid for 13 peccodt of all-UB-tutinsse groas
prednct 1o the chemleal Sndustry, & muek larger
Akars than in auy other 8. manebrturing indns.
try. Boe Ned 6. Howtnatioe, “Grose Prodoct of T8,
AMlintes of Forslgn Companlas™ Io fhd January
1070 ene af the SORVAT or CDAEENT BOACKEAA.

Janunzy 1851

In “other” manufacturing, outlays of
$0.8 billion were spread over a number
of subindustries. Twe acquisitions in

motor vehicles and parts manufactur-

ing—one for control of a .8, paris
maker by the U.8, offiliate of o Swiss
company, the other for a minority in-
terest in a T8, truck manufacinrer by
a French auto company—accounted for
about 25 percent of the total. Acquisi-
tions of U0.S. firms in stone and cley
produets noconnted for another 20 per-
cent. Major investments were nlgo madé
in T.8. firms in plastics, printing, and
photographic equipment.

In both bonking and insurance, out-
lays were abont $0.9 billion. In banking,
two aeguisitions by TIL8. nifilintes of
British banke accountad for most of the
tota). Tn insurance, three acqnisitions
accounted for most of the total; two
were by » German-owned 1.5, afiliate,
nnd the third was by n Duich-owned
U.8. affilinte.

Table 2==Numhber of Tnvegtiments and Inveators and Amount of [nvestment Ouilaye, 1979, by Tndustry of ©.5. Bnsidis Enterprise
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Investment ouilays in real estate were

** §1.5 billion, 18 pereent of the 1979 total,
A However, in terms of numbers, nenrly
lonasha.]f of 1079 investmemts were in
"¥ this industry. These investments pri-
» marily reflected purchases of unim-
proved 1.5, Jand (classified azestablish-
¥ yiente) and of commersial and regiden-
» tial properties for profitmaking pur-
poses {classifiad as noquisitions) * Many
"" of the investments were made by for-
« aign individeals rather than business
| firme,

v
4 5. Purcheses of W.B. aprieuitaral Yood were clas.

giiad In the agrlewltuze and forestry doduakcy
o o Unled the Inkeot of the porchesir wan 1o use the
-7 Innd for momagHcalturs] parposes or to leams the
' lamd to dtheck: 18 the laiier £imak, the purchoaes

¥ warc clnsrlded In rend eaknte,
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Counntry of joreign parent

In table 8, data are olassified by the
conntry of the foreigm povent. The for-
cign porent iz defined as the first foreign
pexson in the ownerdhip chain of the
ncquired or established T.S. business
eotarprize, X an investment wos made
directly by » foreign person, ie., hy the
fovedpm direct investor itself, the inves-
tor and the foreign parent nre tha seme.

Ax nated earlier, an investment in A
given U.S. huginess enterprise may be
made by saveral inveators together, The
country of the foreign parent associnted
with ensh of thase investors may differ.
If ao, each invesior can be classified n-
dividuslly by the connbry of the foreign

31

perent. However, the #nwvestment, ie.,
the aequired or establizhed enterprise,
which is not divieible, can be clasgified
anly by the country of one foreign par-
wnt. BEA classifies investments by the
country of that foreign parent with the
largest ownership interest {direct and
indirect) in the ULS. business enter-
prise. The first panel of table 3 (col-
umns 1-6) shows the nnmber of invest-
ments and the smount of investment
ontlaye clossified by the country of the
foreign parent with the largest invast.
trent: the second pansl (column V--14)
shows the mumber of investors and the
amount of their investment outlays
clasaified by the couniry of each foreign
parent, There were ondy a fow invest-

-
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ments with more than one country of
foreign parent; in all suoh cases, invest-
ment outlays were smnll. Thus, the dis-
tributions of cutlays nre very similar in
the two panels of table 3. The following
fiscussion focuses on the second panel
of the table, in which outlays are clas-
gified by the country of ench foreign
parent.

Almost 90 pereent—$10.2 billion—of
total invesiment ontlays in 1972 were
nccounted for by foreign porents in de-
vyeloped ecuntries. This concentrakion
reflocted the fact thet thess countries
are the home countries of most of the
large foreign mubltinational business
firms with sufficient Anancial strength
to undertake major nequisitions in
ihe WUnited Stotes, either directlty or
through their 1.8, affiliates, For all de-

Table ¢ ~MNumber of Investors ond Amount of Investment Outloys, T8,
Foredgn arent. ! aml by Country of Ultlmore Benclletal Owner

SURVEY OF CURRENT BUSIKNESS

veloped cowntrics combined—and for
most individunl developed countries
and country pgroupa shewn in the
tnhle—ncquisitions by ULS. affiliates ac-
counted for the bulk of imvestment
cutlnys,

Foreign parents in the Metherlonds
ncconnted for by far the must invesi-
ment outlay=—3§4L7 billion. Most of this
amount wns associated with the pefro-
Yeum acquisition discuszsed above, Dutch
prrents, mainly throngh TS, afiiliates,
piso made snirtantial acquisitions in in-
sucance, bauking, veal estate, and
manuincturing {especially food and
“other”}.

British parents sccounted for $1.0
billio: of outlays, Nearly one-hali re-
flecterl the two previously mentioned
nequisitions in benking, a T.S, induetey

l;y Country of
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in which British investors historically
have had s strong presance. Other
British investments (mainly acquisi-/
tions} were scatterad nevoss o wide .
rangs of industries, with the largest in
finance, sxeept benking, roal estate and
manufaciuring {especially food, fabri-
cated metals, and “other™). T
Clermmn porents accounted for %18 -
billion ‘of outlays, Almost one-third of -
the total reflected acquisitions of two
ingurance companies by » 11.8. affiliata, -
In addetion, a Jarge U.8. conglomerata,
in which n Garman parent held a mi-
nority intersst, mode seversl acquisi- +
tiong in 1079—principally in petrolenm,
chemicals, ond retnil trade. Most of
the acquired companiez wers morded b
into the operntions of the 1.8, afiiliate.
Other larxe (Jerman investments ware
in renl estate, retail trade, construction, »
und manufacturing {especially ohemi-
cals, primary metale. electric and elec-
tronin equipment, and #other?). -
Porents in developing countries ae-
comnted for #$14 billien of outlays.
About 40 percent of the total wes for ~
establishment of new T.5. business en.
terprisegs—mainly purchasez of .5
real estnte, O the $1.4 billion, more
than 80 percent was accounted for by |
perents in the Netherlandz Antilles.
Outlays accomnted for by parents in U7
member states of the Organization of ..
Petralenm  Exporting  Countries
(OPE were emall—$47 million. ’

R

1

Couniry of ulilmate beneficlal otoner™,

In this section, the distribution of |
the number of investors and the amornt °
of investment outlays hy the countyy of +
the foreign pavent is compared with the
Aistribution by the countrv of the ulti-
mate banefieial owner {TBO). As pre- +
viously noted, the foretgn purent is ﬂ_m o
first foreign person in the ownership
ohnin of the acquired or estoblished «
T.8. business enterprise. The TTBO iE&v
thot person in the vwnership chain, he-
ginning with the foreign patent, that is ~
not owned more than 50 percent h]'#
another person. If the foreigm porent ia °
not ownad more than 50 percent by an-
other person, the foraign parent and o
the TTBO ars the snme. '

1

-
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. The coumiry of the TEO may be a
m’:"f._-,m'gn country or the United States
L‘J. pnd may differ from the country of the
jforeign parent. Advontages to hene-
ficial owners of halding investments in-
l v directly through other conntries include
inimizetion of taxes, onvoidonee of
! " regulatory constraintg, and protection
,‘ ¥ of privacy.
Information from BIEA's new survey,
supplemented by ather infarmation, en-
-+ ghled the TBO and its somniry te be
. Jdentified for most 1979 investments. Of
the 887 investors with investment out-
X *3ays of $11.5 billion, o TRO was identi-
 Jfied for investments of 778 investors
. with eutlnys of $10.% billion.® In most
v cases, the conntries of the UBO and the
*‘, Jforeign parent wera the same; they dii-
fered for investments of only 154 in-
' “ vestors with outlays of $0.5 billion.
"y Tabie ¢ shows distributions of the
" number of investors and amount of in-
% wvestment outlays by the country of the
_.i.foreign parent and by the country of
" the UBO. In ensas whera the UBO could
¥not be identified, the country of the
~JTBC and of the forejgn parent wers ns-
sumed to ba the same,
Ameng the countries and country
—~ &roups in tha teble, three—the Nether-
~ Jands; Bermuds and British Islands,
I Coribbean ; and the Netherfands Antil-
v les—had lower ontlays when the dote
{ypere clossified by the country of the
0. The Qifference for the Natheor-
i Yands Antilles was subetantinl; one-
i_#_t.hird of outloye {nnd zlmost one-half
of the number of inwvestors) ¢lnssified
4by foreign parent in the Netherlunds
h'iﬁ.lltﬂlﬂ was nssneiated with UBQ's in
other countries,
++ Countrics thet hod significontly
ﬁlﬁghgr outlays when the datn were
clnssified by the country of the TUBO
% ware Garmany, Switzerlund, and Mid-
. oA16 Bast countries othar than Israsl. By
. forthelargest difference was for“other”
» Middle Fast countries, primarity OPEC
¢ ymembers. When classified by the coun-
| , try of the UBQ, outlays assoeinted with

ey

r¥ 4 The pmaliihg 105 Lavertors. with owtlaye of
$0.7 bKar. were comceatzated. hy country of for-
wi olku parest, In Gormany (1% dnyestors, F279 mb-
oo}, the Usited Kinpdom {7 nwesters, $104
R,-‘;lll‘loﬂ}, #ad the Wetherinody Antlika {49 Invas
B EL36 milllon). Efforts to Mentliy the DHO':

. ot those Mnveatiments are cssitinving.

“y
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“othar” Middle East countries were five
times as high ($231 million compared
with $16 million}; the number of in-
vestors was more than three times as
high {48 compared with 14).

Although "ather” Middle East invest-
ment. outlays wers substantially higher
when classified by the country of the
TUBO, they neeonnted for only 2 percent
ol total owtlays in 1979, Most of the out-
lays were to purchase 1.5, reel estate.

Source of ﬁu;arm‘ng

Table 5 shows invertnyvent outlays dis-
aggregated by source of financing, .5,
sources of funds consiet of : (1) intecn-
ally generetoed funds of the UR. affili-
ntes making investments; (2} fonsds
from affiliated 17.8. persons { which, for
investments by a TS, affiliale, are
funds supplied by other TS, affiliates
of its foreign parent}; {3) funds boc-
rowed from unaffiliated .5, persons;
and (4) oiher U.S. sources of funds
Foreign sources of funds consist of:
(1) anternally generated funds of for-
eign direct investors making invest-
ments; (2] other funds from fereign
direet investors {which are fundy sup-
plied by foreign direct investors to T.8.
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affilintes making investments); {3}
funds horrowed from unaffifiated for-
eignerg; and (4) other foreign sources
of funds, A1l funds sre categorized by
the investor's immediote source, rather
thnn by original gource. Thus, for ex-
ample, “other funds from foreign di-
rect investors” may inelude funds that
oviginally were interantly generated by
the foreign direct investors or borrowed
by the fereiga direct investor from un-
affilinted foreign sources.

U.S.-source funds, at $5.3 hillion,
financed 46 percent of total investment
outlsys T 1978, Of this nmount, $.4
billion was borrowed directly by in-
vestors From unaffiliated T1.8, persons—
$0.8 billion from LS, sellers of shares
in tha [71.8. business enterprises and $3.2
killian From other unaffiliated 0.3, per-
gang, mainly Ainancial institutions, Most
of the remainder wos provided by in-
ternnlly penerated funds of U5, afili-
ates meking investments {$1.1 billion)

T. FInanwing af the large mequisitlon In petro-
Jourm by n (LA, afilieto—nik oty through horrawiog
(rovn wouiillwbed 178, aod foreign zoureri—had a
muLfer Iuipast o tlie dlatribgklan of jovestment ot
by smaree of fAopnelog shiwn In tibe . I that
lrveatment i3 ellminnted from the dots, U B onioe
fonds Bnapeml 32 poroent, mther thag 40 parcent,
OF Tatal auyiTaye

Table 3. —Investment Dutlays, 1¥D, by Souwrce of Fioancing

[MDona of doflers]
——1
By fype of invastment | By type of Investor
Ldnm Tigtel Acquitd: | Ealwbinh- Fuﬂﬁ .
l-'l?rm Tyl direc y nnﬂﬁm
Inwusiors
1 Al Swriprrem of Taml .o e b H 1,382 L I5L 2,62 » L
3 | TS sptrcoa, labl. .. - i LA T ] i, Tk
9| Ictapaliy genaratad Soods of T5S, wilistes maky
I:IT; _ —— e LIHE 1,060 H *} 1,073
4} Pouds toam sifvinled 1.5, Wa_..__,,_, ..... 1] 13 L3 &
F Funis from wiiMBstod 178, DATBOM, 5,380 o1 %8 - 29
g ggnglnhmﬂ-ﬂ-uﬂwulnhm -------------- s.m :E mm “?'ﬂ- I.Tlﬁ
8| Oy U5, FomrTE.. e 30 = ) 6l 1T
1 | Forelgn sourzas, loinl.. ... .. L] 5, 543 0 (R LR
[ ] intamal ted fands of forelgn dinest |
il bl bvall I 0 sl Lm| om

1L Dthar lande Iga dirmat tmves L raa— g 2,30 ] ] 1,513
12 Fonids brmrwad el lated . 1,837 1,04 k] i L.am
ﬂ Fouda form o Sl of BRArey oo ] L ‘ﬁ L 5{: *3 s ﬂ‘: . 39;
161  Crlhem CoTmgn BRI e s ve sses s an o i . 3l ih B "3

18 ﬂ'g‘fa;m Niiated 1.6 ru:aun that arigh

] wkla b L]
ﬁr ) from usnflialed 0.8, pe 17 e 1 * W
1Ll ] nam amaa
7 F‘I“I;‘lliim mw mmuﬁg.lm Wi m'.li:&
srrrwed walliatad U, ml[llt
Line'LI} v » 1 100 L} (] L]
- Lirabde,
1 supplied by forafen direct Invesigre by 106, wlllintes malking investments
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Tabla S==Aviquisitiona of Tneorporated
U.5. Business Enterprings: Invegtment

Duilays, 19, by Method. of Aequiri
ﬂwnu’:llup lntgr:it\a al

(MFlHons of dollury
Blsr iypeof
nrastor
Total | For- va
o S
tary
Al matbde. coeee e ame s W0 ™ L1t
Drractly romn acquired L8, bus
TIRES 4 [ — T =7 140
FPxom sfillatad U.E. paEans.c.e.. ] 4
From okher 1.3, peracan, . HH
Pl e T T Hi -]
4 e e :i.;ﬂg
From foreign persans... .. 2 20 it i
S | '-;.W -1 1
mhaﬂ dsghoauty of Oule of Individosl

and by affilinted T8, persoms {808
hillion).

Foreign-source funds totnled $6.2
billion, of which $1.8 billion was bor-
rowed from  unaffiliated foreigners,
mainly financinl institutions. The re-
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mainder was ehmost entirely provided
by foreign direct ihvestors $1.2 billion
of internolly generated fumds and $3.3
billien of funds supplied tu .8,
afilintes.

By type of investor, one-holf of in-
vestment outlays by U.S. aflilintes was
financed with foreign-souree funds,
muanly funds from foreign direct inves-
tors. One-fourth of outlays by foreipn
direct investors was fmanesd with T.8.-
source funds, mainly funds borrowed
from unaffiliated U.5. porsohs,

Date in the nddenda to table 5 provids
more information on the role of T.B.
finoncial markets in financing inveat-
ments made by U3, affilistes. They
show that unsflilinted TS, persons wera
the original source for $178 million (31
percent) of the $585 million supplied by
affilinted 0.5, persens, and for $100 mil-
lion {8 percent) of the $3,813 million
supplied by foreign direct investors.

For acquisitions of incorporated 1.8,
business enterprises, table & shows in-
vestment outlays classifled eecording to

Jaonary 154851

the method used to aequire ownershiy
interests, Acquisitions of incorpors
enterprises accounted for $0.0 billion—

nearly four-fifths—of totel outlays ik

1979, Most of the ownership interesés

were acquired from- unafilinted U.8."[!

petsons—a very small rmount by ap
mearkst transactions, $1.9 billion by

tender offer, and $8.3 billion by other |

methods, primarily peivate purchases.

of large Ylocks of stock. Abount §0.1 bil- |

lion was aequired from foreigners.

4l

Operations of Acqmired or Estab-,
lished U.8. Business Enterprises
+i

Thir section discusses the size ond

netivities of the T.S. business enter-'|

prizes acquired or established in 1079
The data include: (1} selected aperat,
ing data—total mssets, plant and equip-

ment (net book wvalue and expendis|

tures), exploration and development |,

exponditures, sales, net income, e-mpluj 'vJ;

ment, and employee compensntion—?
classified by the industry of the enter-

v

Ir
Table 7 a=Tyotal Assets of U5, Business Enterprises Aequired or Establiched in 1979, Country of Foreign Parent ? by Toduatrey of 1.5, 1
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a4
prise and by the country of the forsign
7 parent; (2) land ond mineral rights
s puned and lessed snd the gross ook
4 value of Jand and of plant and equip-
:  ment, classified by primexry vee; and (3)
* equity and debt structure,
- Tnlike the date on invesiment out-
. lays, which relate anly to the equity in-
1* tprests obdained a3 a result of the in-
¢ » vesiment. transactions, thess data cover
' the totn] operations of the sequired or
* egtablished enterprises. For example, if
s+ B foreign direct investor acquired 25
. percent of n U.S. business enterprise,
% the dnta on investment outlays would
t« vaflect thot 26 percent equity imvest-
ment; however, 100 percent of the
¥ acyuired enterprise’s assets {nnd sales,
4 employment, ete.) would be ineluded in
. the operating data dieengsed in this
gection.
For both the selecied operating datn
and the datn by primary use, the time
- period covered for aequired enterprises
==+differs from that for established enter-
priges, Data for aequisitions ave actual
dnta for (or ns of the end of) 1978; data
*A for crinblishmonts are projected dota
for {or a5 of the end of) the first full
yerr of operation. At the datoe of esteh-
*  lishment, the books of a mewly estab-
wm lished enterprise may roflect only its
initinl capitalization; thus, projected
date for a full year of operation are
w4 Tikely to provide o better menaure of the
enterprise's size, scope, and significance
™ to the T.8. economy.
#  Becansa of this diffarence in covernge,
. date for acquisitions wnd estahlish-
ments are presented and discussed zep-
-4 arstely. However, to indicate the size of
" &1 enterprises acquired and established
n 1979, datn on total asgets of both aye
+ aggrogatad in toble 7 without regard to
" the difference in time pericds covered.
- Total assats of all U.8. business en-
' # terprises acquired and established in
oy 1979 were $29.8 billion. Banking was hy
. far the Jargest industry, with assets of
r4 $12.8 billion. Tn both petrolenm and
& Tantfaciuring, assets were $4.2 billfon,
. Most of the remnining asset wers in re-
+v {ail trade, ingurance, end real estate,
« oach W"if.h nssets of about $2.0 billion.
. As with investment outleys, almaost
%Y all nssets ware accounted for by enter-
wt PTEeS with forsign patents in devel-

by

4§,

SURVEY OF CURRENT BUSINESS

35
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oped countries. Assats of enterprises
with British parenis were $11.9 biltion,
the highest for any country; they were
concentrafed in banking., Enterprises
with parents in the Netherlonds had as-
sets of $8.5 billion; about &0 percent
were in petrolenm, and the remainder
vas concentrated in banking, insurnnce,
and venl estate. Enterprises with Ger-
man parents had nasets of $3.7 billion,
mainly in reteil trade, insurance, and
manufacturing,

Ameng enterprises with parents in
developing countries, those with parents
in the Neatherlands Ancilles had the
largest assats—$1.3 billion. Onehalf of
the total wes in real estete. The aveil-
able data on UBOD's, discussed abowe,
sugpest that o substantia] portion of
these assets way be owned beneficially
by investors in other countries.

Adoeistti

Acquired enterprises had total nesets
of $27.5 billion—93 percent of toial as-
aeta of all aequired and established en-
terprises {table 8). Thus, the distribu-
tiong of total agzets of nequired enter-
prises by industry and by country are
very similar to tha distributions dis-
¢ussedl above, The largast industry was
banking; petroleum and monufacénc-
ing were next. Within mannfacturing,
nlmost one-half of total a=sets ($1.7 bil-
lion of $3.7 billion} was in "“sther,” of
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which 8 Jarge share was neconnted for
by the T.5. trock manufacturer in
which a French direct investor nequired
o emall minority interest. By country,
enterprises with parents in developed
counteies acepunted for nimost all as-
gets. The largest were held by the
United Kingdom, the Netherlands and
Germany.

Generally, the country and industry
distributions of other items shown in
table 8 are similar to those for total
agsets. Tho major exception is thot ac-
quited enterprises in banking (maeinly
with foreian parents in the Tnited
ICinpdom} ceeounted for a much larger
share of totel assets than of other items.
The following discussion focuses on
aspects of thoe other items fhat differ
from those of total nssets covered above.

Plant end equipment, net of seonmu-
Inted deprecintion, was $2.9 bitlion for
nequired enterprisges, slightly more than
10 percent of their totn) amsets. This
percentage is low compared with that
for all T.8. businesses menerally, be-
cuuse » substantial shave of the nssets
of pequized enterprises were in indus-
tries—banking, other finance, insur-
nhee, and wholesale trode—in which
plant and equipment is nsually o smoll
portion of total nseetz Also, in petro-
loum, an indwsiry in which net plant
nnd equipment 35 nsually a large pox-
tion of tofnl assets, mejor 1979 acquisi-
tiong primncily msmlited in nequisitions

Table Q.e=pAores of Land and Minoral Rights, and the Cross Baok ¥aluo of Lund aod Plant
and Equlpment of T],5. Business Enterprincs Aciqrivad in 1974, by Primary Use
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of property (land and mineral rights)
rather thon plant and equipment.

In manufacturing, net plant and
equipment wos $1.0 billion, aboat 30
pereent of total assete Within manu-
factoring, it was highest in “other”
{$0.4 billion), primarily in the motor
vehicle and paris industry. In renl es-
tote, tnore then 30 percent of tofn) as-
sets was aceounted for by net plunt and
equipment, most of which represented
the value of required structures (office
buildings, shopping centers, etc.).

Plant and equipment expenditures by
acquired enterprises were $0.7 billion.
Most of the spending was in menufac-
turing, retail trade, and rexl estate, Pe-
troleum and mining exploration and
development expenditures were $0.1
billion.

Scles by aequired enterprises were
219.3 billion. Almost one-half (389
billion) wns in retail trade, largely re-
flacting the acquisition of & mejor U.5.
retail food chain by & U5, affiliate of
n Germuon direct investor, Most of the
remninder wns in manufacturing, main-
1y in fond, alectric and electronic equip-
ment, ond "other.” In petroleum, seles
were relatively small, despite lavge rotal
assets, becnuse major nequisitionz pri-
marily consisted of undeveloped prop-
erty heldings.

Net income of acquired enterprises
was $0.4 billion; one-half of the total
was in manufecturing, Net ineame was
only 2 percent of sales, partly reflecting
low {or negntive) rates of return on

equity nmong the acquired enterprises. '

In retail trrde, for example, the major
U.5. food chain acquired in 1675 had a
substantial loss in 1976. {Depressed
market values of firms in wenk financint
sondition make them abtractive eandi-
dates for aequisition, if potential buy-
ers helieve that profitability can be sub-
stantially improved through injections
of capital, tachnology, manegement ex-
pertise, ste.)

Acquired entarprises amployed 233,
000 persons {poet-tims and full-time)
and total employee compensation
(wages end salaries plus employes bene-
fit plang) was $3.5 billion. By industry,
the largest number of employeas—56,-
000—was I retail trade; manufactur-
ing accounted for 83,000, mainly in elec-




Jaemory 1991
#

|‘+ tric ond electronie equipment and
¢ tother.” )

i#  Table & shows, for acquired enter-
. prises, acres of lond and mineral riphis
. owned snd lessed and the gross book
* yolue of lnnd ond of plant and equip-
p Tent, by primary wse. Acruired cnter-
¢ prises owned 125,000 perea of lond;
¥ ghout one-Lhird—43,000 nores—was naad
..4 for egriculture. Although more than
two dozen acquired enterprises owned
agrienltural tand, most held less than
» 2000 acres. By for the Inrgest single
. transaction involving agricnléurad land
¥ was the acquisition of n U.S. petroleum
w company that also hod operations in
- ggrienlture.

The remaining 82,000 acres wera

- spread over s number of primary use
ontegories. One-fifth was devoted to ex-

- tescting  “other notoral  resources”
<3 {other than timber, ofl, gas, coal,
urnnium, and other energy resources)

" and another one-fifth was imimproved
:#land held for investment. Most of the
+ 18,000 peres used for “ather industrinl™

purposes were hald by mannfecturing
w4 ntarprises.

Acquired enterprises owned T,000
aores of mineral rights, mainly for ex-
tracting conl and ¥other natural re-
sources” They also lensed roughly 5
million acrez of lond and mineral rights,
muinly for extrneting crude petrolenm
and notursl gos. (Because acquisitions
by n mingla U8, affiliate accounted for
o very high percentags of tatnl acreage
of Innd and mineral rights leazed, the
data. eannot be shown for reasons of
confidentiality.}

The gross book value of Jand owned
by acquired enterprises wns $4.1 bil-
Tion. By primary use, must of the valne
w2 in land devoted to extracting crude
petrelevm and nntural gms, reflecting
the high value of ernde oil reserves held
by scquired enterprises.

The gross book valve of plant and
“qupment was $4.0 billion. By primary
1, $1.5 biltion was devoted to “other
!ndnstrial*’ uzes, mainly by manufactur-

. Ing enterprises, and $1.5 billion was de-
** voted to “gther commercizl and Busi-
8 Tat cross bak value Includen the valus of 41k

1800 vwned, ragaedlesy of whers car
ried In the bat-
dme Slwnt of the peguired CHOpODY.
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Table 1t —Selectod Dpemting Dmta of 1.3, Burinecs Enterprizen Esktablished in 1979, by
Industey of U.8. Business Enterprice and by Country of Foreign Farent ?
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ness’ uges, mainly by entorprises in re-
tail érade, banldng, other finonce, and

insurance.

Establishrnenis

Total ssseis of TS, businesy enter-
prises established in 1979 were $2.1 bil-
lien (table 10}. By industry, one-half
of the tatal was in rea] eatate; most of
the remninder was in mining, mannfae-
turing, and wholesale txnde, Mot plant
mad equipment, #t 0.7 billion, wns nlso
concenératad in real estnie, By country,
both total assetz axnd net plant ond
aquipment were largsst for countries of
parenta having enbetantial real estato
investment—Canada, Germany, the
Wetherlands, the Thiited Kingdom, and
the Netherlands Antilles,

Bxpenditures for plani and equip-
ment by catablished enterprises were
$0.2 billion ; one-half of the total was in
memfaetyring. Sales, nt $1.0 billion.
mnd employment, at 7,000, were also
cancentrated in moncinotoring, The
single Inrgest newly cstablished monn-
facturing enterprize-—in terms of both
anlez and employment—was in electric
nhd electronic equipment; it was estab-
lizhed by n 1.8, affiliate of o Canadisn
rOMpOny.

There were suhstantial snles in whele-
stle brade, meinly by an enterprise es-
tablished Ly a British direct investor,
This enterprise. nnd ome in retail trade
established by a (German direct investor,
alase accounted for substantisl employ-
ment.

In contrast to most mepsores, the
number of acres of lnd owned hy
establiched enterprises—-225,000-—was
much larzer than thnt owned by ac-
fquired enterpriges (table 11}, The rela-
tively Inrge acreaga owned by estah-
jished enterpriees primnrily reflectad
classifiontion of purchases of T8, land
a& establishments. There were 2 large
number of such purchases in 1970—
about B0 percent of the 408 invesiments
classified as establishmends were TS
land purchases. Most involved few

acres. The largesi purchase—involving -

more than 50,000 acres—was of unim-
proved land held for investment. Only
two ather purchases involved rmora éhan
10,000 acres; ahe was of agrieultural
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Table I1.—Aeres of Land and Minersl Rights, aod the Grose Book Yalue of Land and Mant
and Equipmant, of 1.5, Business Enterprizes Entablished in 1979, by Frimary Usn
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land, the other of Iand devoted to cond
mining.

Establishad enterprises leased 662,000
acres of lond and mineral rights, most
of which were devoted to extracting
crude petroleumn and notura] gas.

Equlty and debt atructure

The equity and debt stractura of nc-
quired ang established T.8. business en-
terprises i shown in table 12, The data
ore based on the hooks of the enterprises
immediately after pequisition or estob-
lichment. They cover all estublished en-
terprises but only nequired enterprises
thot continued to be operated 23 sepa-
rate legnl entities nfter acquisition.
There were 267 of these acqbigitions,
representing investment outlays of $8.8
billion, compared with 889 total scqui-
sitione and $10.£ billion.

Total equity of incorporated enter-
priees was $6.4 billion. Mozt was in the
form of additional poid-in-capital {$4.2
billion) and retained snrnings ($L7 bil-
lion}; capital stoslke wns §0.5 billion.
US. nffilintes direetly held 87 percent
of the total. In contrast, foreipm divect

investors directly held 58 pevcent of the

$0.8 billion totsl equity of unineorpo-
roted enterprises,

Total debt of $10.8 billion waz almost
entiraly owed to potsons other than for-
cipm direct investors or their TI.S. affili-
akes. A sipnifieant portion of this debt
to “other persons” wps to finaneial in-

atitutions, mainly in the United States;
also importent were time and demand
deposit linbilities of acquired TS,
banks,

Technical Note

The data on T.5. business enterprises
acquired or established by foreign di-
rect investors presented in this article
supplement other BEA data on foreign
Table 12—Equity mnd Debt Streotures of

0.5, Bosloeea rises Asguired! and
Eavshlialeed in 1979 »
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Jirect investment in the United States.
ta on the foreign direct investment
‘wposition and related capital and income
ows are published annually, usuaily in
the August Survey or Coregxt Bust-
,.! wxas.? Capitel ond income Alow data are
.\ plso published in the guarterly Survey
EPfortioles on U.S. internationn! transace
ttions. The capitol flow dwta in those ar-
tm]es in¢lude inflows from foreign par-
ants to nuqulra or cgtablish .8, Busi-
i‘ ness entorprises, slthough such inflows
.‘;-i gonnot be entirely separated from other
ca.plt.&l flows. The mflows represent
*only the portion of investment outlays
sglinnmeed by foreign parents’ funds, The
datn presented in this article cover the
S ¢ull vost of the nequisition or establish-
~ywment, regardless of how it wag fingnced.
410 sddition, this article provides data
on UBO%s which are a0k nvnilable

« &lepwhars.

|
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Wy kes, for emmple, Willem K Chong and
Gregory 0, Fovth. "Fordito Direat lovenbosmt o
r"h’h Dastad Bentes in 1870, Awgyne 1950,

SURVEY OF CURRENT BUSINESS

BEA hans recently begun to publish
selected annusl data on the operstions
of existing foreigm-owned 0.3, business
enterprises. ™ This srdicla, for the first
time, provides information on the opera-
tims of newly aequired or estoblished
T8, business enterprises.

Ii new mvestments reported in the
survey of acqunisitionz and establish-
menis are large encugh to mest repori-
ing requirements, they must be reported
in BEA% other foreign direst invest-
ment surveys, ia., the quarierly survey
of capital and income flows and the an-
sl survey of opernting dota, Becausze
the survey of acquisitions snd estnblish-
ments was instituted only recently, its
daia are not yot fully integrated with
thosa of tho other survays.

Other dotn on foreign divect invest-
ment eckivity in the United States pre
periodically published by the Commaree

1, Bee Med 43, Hopeantive, "Belevied Duin on

the Oporatiyoes of U8, Afletes of Fortlgs Com-
panler, I977." July 1E20.
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Department’s  Intarnations!  Trode
Administration (TTA).1* TT A compiles
publicly available information on a
wide range of Investment activities, in-
cluding meguisitions, establishments,
mergers, plant expansions, and divesti-
tnres, and publiches the information on
o current and timely basis. The ITA
dain may cover iransactions thni hove
heen announced, but not consummnated,
or that have been reported but not neces-
sarily confirmed. Becouse the data are
from public sources, they include the
names and addresses of T.5. affiliates
and of foreign direct investors, when
availoble. The BEA date presented
here, however, cover only acquisitions
snd establishments that have actunlly
taken place. Ag with nll data reported
to BEA, company nomes and addresses
cannot ba relensad becnuse of sirict con-
fidentiality requirements.

m wxample, T.5, Deparimeat of Com.
merce, [nterpatipntl Trode admioieiration, Mar-

Hpe Direol foverimeni Aviivily s Fe Unded
Staley, 941 Tramsdotivas, Baptember 1084,



